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The administration of Bolivia's President Carlos Mesa announced that the country was asking
the US to begin formal negotiations toward a free trade treaty (FTA), but Mesa has said that the
US first requires "signals" from Bolivia that it will handle foreign investment well. Bolivia had
been an observer at negotiations between the US and Colombia, Ecuador, and Peru, but now the
government is explicitly seeking inclusion in that process.
The US is requiring Bolivia to pass a Hydrocarbons Law before it will sign an agreement with the
Andean nation. The US also excluded Bolivia from joining the other Andean countries in negotiating
with it, substantially reducing Bolivia's bargaining power.
The director of international negotiations in the Economic Development Ministry, Juan Carlos
Iturri, announced Bolivia's application for formal inclusion in FTA negotiations during an April 4
presentation. The late April announcement that Bolivia would not be allowed to join its Andean
neighbors in negotiations dampened some of the hopes that had been attached to its request.

US wants Bolivia to finish Hydrocarbons Law
Bolivian officials have told the press that one of the conditions the US placed on a trade treaty was a
completed Hydrocarbons Law that would define the regulations and taxation scheme on companies
extracting Bolivia's massive underground natural-gas reserves. Voters approved a referendum on
the law in the summer of 2004 (see NotiSur, 2004-07-30), but fractious negotiations in Congress have
kept any law from being passed.
After months of intense haggling, the Congress delivered a law to Mesa's desk and urged him to
accept it on May 6. But the law resolved little, infuriating indigenous and socialist sectors, which
then announced the organization of a movement to shut down the country. Petroleum companies
also rejected the bill, as did autonomist movements in the eastern part of the country.
Earlier this year Mesa struggled with blockades that paralyzed the country's major highways.
The political independent who served as vice president under former President Gonzalo Sanchez
de Lozada (1993-1997, 2002-2003) had little in the way of a support base but was able to mobilize
middle-class support and managed to avoid being toppled by handing in his resignation to the
Congress.
The Congress unanimously rejected his resignation, providing Mesa major congressional backing
for the first time. Protests against his resignation in La Paz on the capital's main plaza, made up
at least in part by government employees, gave Mesa visible street support, another first for the
president (see NotiSur, 2005-03-11). Bolivia locked out of AFTA Bolivian representatives have been
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present at the many rounds of negotiations for the Andean Free Trade Treaty (AFTA) that the US is
attempting to complete with Colombia, Ecuador, and Peru (see NotiSur, 2004-12-17).
Bolivian government representatives have been making various overtures to enter negotiations with
the US, as manufacturers and export businesspeople pressured the government to put together a
market-access agreement with the US.
Currently, Bolivia receives favored trade status under the Andean Trade Promotion and Drug
Eradication Act (ATPDEA), which expires in December 2006. US President George W. Bush also
loses authorization to conduct fast-track free-trade agreements in August of this year, a deadline
that proponents of a US-Bolivia agreement have their eyes on.
If fast-track authority is not extended, says Eduardo Bracamonte of the Camara de Exportadores
(Camex), "Bolivia will have lost the great opportunity of participating in a market of 280 million
consumers." But AFTA does not show strong prospects for short-term completion, just as the
prospects for a quick bilateral Bolivia-US agreement are dim. The recent ouster of President Lucio
Gutierrez in Ecuador toppled the first of what may be three very wobbly Andean dominoes.
President Alejandro Toledo in Peru also faces congressional efforts to remove him, while Mesa
will be fortunate if he lasts until elections in 2007. With Gutierrez's ouster, Ecuador's role in AFTA
negotiations froze.
Chief negotiator Christian Espinosa was removed and the team was prohibited from making
any new proposals or commitments. Increasing opposition to the Central American Free Trade
Agreement (CAFTA) in the US Congress may also reduce the speed with which Andean ambitions
for free trade meet success (see NotiCen, 2005-05-12).
Assistant US Trade Representative Regina Vargo, head negotiator for AFTA, says getting CAFTA
through Congress is currently their number-one priority. The treaty is finished and has been ratified
in some Central American countries, but is meeting resistance in Costa Rica and with pro-labor
sectors of the US government.

Exporters want treaty, soy and pharmaceuticals worried
Camex, the Bolivian chamber of exporters, is pushing for an FTA, while the Bolivian soy industry
fears that it would be unable to compete with US producers. Small producers and micro-producers
also warn that textiles and clothing manufacturers are not prepared to face the risks of an FTA.
Bolivian soy production is caught between two bad choices with a US-Bolivia FTA and with the
passage of AFTA.
The Comunidad Andina de Naciones (CAN) currently buys 90% of Bolivia's soy and soy-derivative
production. Bolivian officials are concerned that if the AFTA countries open their markets to the US,
Bolivia may lose more than US$400 million per year if Andean nations choose to buy subsidized US
soy production.
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Pharmaceutical-product prices, according to the president of the Plataforma de Propiedad
Intelectual y Acceso a Medicamentos Elida Flores, would shoot up 400% under an FTA that
disallowed generic medicines from the market. The nongovernmental organization says that US
terms on intellectual property would increase the amount of obligatory licenses, protect private
information on medicine-making, and link drug commercialization with patents, things that Flores
says would hike pharmaceutical prices. The organization, which brings together private associations,
schools, civil-society institutions, and faculty groups, says that such an agreement could reduce the
percentage of the population that can access medicines.
Currently, says Flores, only 40% of Bolivians have access to medicines. Government sources say that
it will not negotiate the health of its citizens in FTA talks, though Economic Development Minister
Horts Grebe admitted that Bolivia is not in a position to impose conditions on the US.
A study from the Universidad Privada Boliviana (UPB) claimed that Bolivian GDP would suffer
a negative effect of 1.7%, or the equivalent of US$200 million, in export income if it did not sign
an FTA with the US. The study said that if Bolivia entered an agreement that would go into effect
by 2006 the positive impact on economic growth would be 1.3%. The study said that Bolivia and
the three other Andean countries in negotiations with the US would lose out badly on zero-tariff
preferences currently in effect from 2002-2006 under the ATPDEA if they allowed the act to lapse
without a new agreement. During negotiations leading up to the Central American Free Trade
Treaty (CAFTA), the imminent lapse of preferential trade conditions under the Caribbean Basin
Initiative (CBI) served as an incentive for Central American nations to agree to the treaty (see
NotiSur, 2003-10-23).
Ernesto Cupe, director of UPB's Centro de Investigaciones Economicas y Empresariales (CIEE),
said that of the 1.7% potential loss in GDP, 0.6% of that would correspond to the drop in parts and
services provision sectors. In a scenario where an FTA went into effect, it would represent a real
growth of 100% in the textile, garment-assembly, and leather industries, 75% in lumber, and 50% in
jewelry.
An FTA with the US is likely to meet fierce and potentially bloody resistance in a country that
nearly elected the cocalero indigenous leader Evo Morales of the Movimiento al Socialismo (MAS)
president in 2002 (see NotiSur, 2002-08-09). Social movements around the country have organized
strongly against export regimes that they feel would not benefit the majority of poor Bolivians.
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